In this paper, we analyze immigrant wage gaps and propose an extension of the traditional wage decomposition technique, which is a synthesis from two strains of literature on ethnic/immigrant wage differences, namely the 'assimilation literature' and the 'discrimination literature'. We estimate separate wage equations for natives and a number of immigrant groups using panel data sample selection models. Based on the estimations, we find that the immigrant wage gap is caused by a lack of qualifications and incomplete assimilation, and that a large fraction of that gap would disappear if only immigrants could find employment and thus accumulate work experience.
Introduction
In most countries immigrants have lower wage rates compared to natives. This phenomenon may have several causes; it can be caused by differences in 'standard' human capital, also denoted qualifications; it can be due to differences in host country specific human capital -a hopefully transitory component, whose gradual disappearance is called 'assimilation'. Finally, the differences in wages between immigrants and natives may be a result of discrimination, that is, differences in returns to the variables determining wages.
There are two strains of empirical literature, which may be useful for analyzing differences in wages between immigrants and natives; the 'discrimination' literature based on wage decompositions a la Oaxaca (1973) , and the 'assimilation' literature, which was first introduced by Chiswick (1978). The first methodology allows a decomposition of observed wage differences into components due to qualifications and discrimination, while the second methodology allows identification of an assimilation profile and an indication of whether immigrants eventually 'catch up' to the wages of natives. The first methodology is typically used when looking at the wages of women relative to men, or when analyzing the wages of ethnic minorities relative to the majority, while the second methodology is exclusively used for analyzing immigrant wages compared to those of natives. However, when analyzing immigrant wages from a policy perspective, it is important to know not only if immigrants catch up eventually, but also why they do not, if that is the case. They may lack formal qualifications, or they may be discriminated against, even when they have spent a long time in the host country. The policy implications differ; the problem of lack of formal qualifications can be overcome by subsidizing immigrants' investments in formal education, or by creating a system for formally recognizing their education taken in the origin country. Discrimination requires other measures, such as for example stronger enforcement of legislation.
In this paper we present an extension of the wage decomposition methodology which allows us to decompose observed wage differences of immigrants relative to natives into three different components: qualifications, discrimination and (lack of) assimilation. Moreover, we apply the methodology to a rich Danish data set in order to present a detailed picture of the anatomy of wage differences between immigrants and natives. To complete this picture, we also present an analysis of gender wage differences within each of the immigrant and native groups considered. 1 The wages of immigrant men have most often been analyzed using the wage assimilation framework. The general findings are that there are initial wage differences, but that these tend to decline over time, as immigrants spend time in the host country, see e.g., Borjas (1987) . Previous research on wages of immigrant women in North America finds no unfavorable wage gap due to foreign country of origin. Based on cross-section data, Long (1980, U.S. data), Beach and Worswick (1993, Canadian data) and Shamsuddin (1998, Canadian data) find that the wages of immigrant women are 12-14% higher than those of native women, conditional on their characteristics. However, Field-Hendrey and Balkan (1991) show that these conclusions are artifacts of the simplified cross-sectional approaches. Using two independent cross-sections, correcting for selectivity and predicting actual work experience, they find a picture similar to the one traditionally found
